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SACRAMENTO UPDATE

This memorandum contains a summary of recent committee hearings on the next State
Medicaid waiver, a pursuit of County position on a bill relating to the State Enterprise
Zone Program, the status of three County-advocacy bills, a description of a bill of
County-interest relating to the California False Claims Act, and a roster containing the
status of all County-advocacy bills.

Hearings on the Next State Medicaid Waiver

AB 342 (Bass and Jones) and SB 208 (Steinberg), which would direct the California
Department of Health Care Services (CDHCS) to develop a Medicaid waiver for the
State’s Medi-Cal Program and submit the waiver for Federal approval by
September 1, 2010, were heard in the Assembly Health and Senate Health Committees
on April 21 and 22, 2009, respectively. AB 342 and SB 208 are spot bills, which the
authors _intend to amend to include the details of the proposed waiver following
stakeholder meetings expected to begin in_early summer. Both bills passed
unanimously, and now proceed to their respective Appropriations Committees.

California’s current Hospital Financing Waiver, which provides Federal funding to the
State’s public and private Disproportionate Share Hospitals (DSH), expires in
August, 2010. Mr. Toby Douglas, Chief Deputy Director for CDHCS, reported that the
Administration is working with the legislative leadership to craft a new, comprehensive
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waiver that would expand coverage to the uninsured population. According to
Mr. Douglas, the Governor and the legislative leaders expect California’s next waiver
to: 1) strengthen the safety net health system; 2) expand coverage; 3) leverage
additional Federal funding; and 4) improve health care quality and outcomes.
Representatives of the DSH Task Force testified that it is committed to working with the
Administration and the Legislature on the next waiver, and explained that the DSH
Program and supplemental payments to DSH hospitals have been the underlying
support that has kept safety net hospitals open.

During the Assembly Health Committee hearing, Assembly Member Hector De La Torre
indicated that he wants to ensure that DSH hospitals are not leveraged in the next
waiver in order to expand coverage to the uninsured. Instead, California should
negotiate for additional Federal funding for that purpose and to secure the best deal
possible given the new Administration in Washington.

The County’s Sacramento advocates and representatives from the Department of
Health Services will be participating in the upcoming stakeholder meetings and
negotiations.

Pursuit of County Position on Legislation

AB 1139 (John A. Perez), as amended on April 13, 2009, would make various changes
to existing law regarding the State Enterprise Zone Program, including: 1) eliminating
retroactive tax credit vouchering; 2) canceling the use of the Targeted Employment Area
(TEA) and Targeted Tax Area residency as an employee eligibility criteria; 3) requiring
the eligible employee to work a minimum of 35 hours per week and be provided with at
least 80 percent of specified health care coverage by the employer; and 4) adding
annual reporting requirements for Enterprise Zone businesses.

Under existing law, businesses within a State Enterprise Zone can apply to the local
jurisdiction administering the zone for hiring tax credit vouchers, which employers can
apply towards their taxable income for activities within the Enterprise Zone. There are
11 categories under which an employer can claim hiring tax credit voucher eligibility for
its employees. One of the eligibility categories is an employee’s residency in a TEA,
which is composed of a jurisdiction’s census tracts that have at least 51 percent of
residents of low or moderate-income levels.

Under current law, hiring tax credit vouchers are not limited to full-time employees
(35 hours per week), nor is it stipulated that employers provide health care coverage to
employees. In addition, Enterprise Zone businesses are able to apply for hiring tax
credit vouchers at any time (only constrained by the allowable timeframe to amend their
past years’ tax returns). Furthermore, Enterprise Zone businesses do not have any
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zone-specific reporting requirements other than tax-related record-keeping and
reporting as required by the Franchise Tax Board.

The Community Development Commission (CDC) indicates that AB 1139 would
drastically reduce the number of hiring tax credit vouchers that are issued to local
businesses by eliminating the TEA hiring credit criteria. According to the California
Association of Enterprise Zones, over 90 percent of all hiring tax credit vouchers issued
Statewide fall under the TEA qualification, which specifically targets hiring of those who
live in low-income areas and who might otherwise have difficulty finding employment.

In addition, the requirement that employees work at least 35 hours a week and that the
employer must provide at least 80 percent of the costs of health care coverage reduces
the likelihood that an employer would take advantage of the Enterprise Zone Program
benefits. While many businesses want to provide health care coverage for their
employees, many may be faced with the choice of employee health care versus
remaining in business.

AB 1139 also would limit the ability of an employer to apply for a hiring tax credit
voucher by requiring the application within 21 days of the hiring date of the qualified
employee. Many times employers apply for hiring tax credit vouchers in batches,
sometimes comprising more than one calendar year. Businesses may collect and
submit data to the local Enterprise Zone manager once, or a few times per year, and not
after every new hire.

Finally, the bill would impose costly and burdensome reporting requirements on
employers. If the costs of participating in the program outweigh the benefits, there will
be no incentive for the businesses to locate or maintain their operations in the zones.
According to CDC, other states are aggressively pursuing California companies, and
adding to the costs of doing business would put the State at an even greater
competitive disadvantage. The immediate fiscal impact of AB 1139 on CDC cannot be
determined at this time, but the impact to local businesses in the County would be the
effective elimination of this tax credit program.

The Community Development Commission and this office oppose AB 1139 because it
would eliminate many of the benefits of the State Enterprise Zone Program by reducing
incentives for businesses to maintain and expand their operations in economically
distressed areas. Consistent with existing Board policy to support legislation that will
preserve, expand, and extend designations for the State Enterprise Zone Program for
urban areas and protect the County’s fiscal base and revenues, the Sacramento
advocates will oppose AB 1139.

According to the CDC, the bill is sponsored by the author. Support and opposition
for AB 1139 is currently unknown. This measure is scheduled for a hearing in
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the Assembly Jobs, Economic Development and the Economy Committee on
April 29, 2009.

Status of County-Advocacy Legislation

County-opposed AB 1141 (Calderon), which would have prohibited a city, county, or
other public agency from adopting, implementing, or enforcing specified related
ordinances, resolutions, or rules that prohibit the use, import, sale, or distribution of a
single-use carryout bag, and make other related changes regarding single-use carryout
bags, was amended on April 13, 2009.

The amendment removes the provision that prohibits local governments from banning
or restricting plastic and paper carryout bags and instead requires jurisdictions that ban
plastic and/or paper carryout bags to provide alternatives to a single-use carryout bag.
However, “alternatives” is not defined and the Department of Public Works is concerned
that it would compel subject jurisdictions to provide free reusable bags to every
consumer at the point of purchase, resulting in a significant financial impact on those
jurisdictions that have banned single-use carryout bags and discouraging others from
doing the same.

In addition, the bill now requires manufacturers to pay one-tenth of a cent ($0.001) per
bag fee into a fund for litter abatement and would bar jurisdictions that have single-use
carryout bag bans from receiving any funds. Because this bill still infringes upon the
County’s local decision making authority to ban or impose a fee on single-use carryout
bags, and is contrary to existing County policy to sponsor single-use carryout bag
legislation that charges $0.25 per bag at the point of transaction, the Sacramento
advocates will continue to oppose AB 1141.

Support and opposition to AB 1141 regarding the latest amendment is currently
unknown. This measure is set for a hearing on Monday, April 27, 2009, in the Assembly
Natural Resources Committee.

County-supported SB 337 (Alquist), which, as introduced on February 25, 2009,
would have repealed Medi-Cal semi-annual reporting and reinstituted 12-month
continuous eligibility for children under 19 years of age, was amended on
April 22, 2009, to delete the Medi-Cal provisions. The bill now relates to the reporting
requirements by a clinic, health facility, home health agency, or licensed hospice
provider when a law enforcement agency is investigating the unlawful or unauthorized
use, access or disclosure of patients’ medical records. Under current law, these
incidents must be reported to the State Department of Public Health no later than five
business days upon detection of the occurrence. As amended, SB 337 specifies that a
clinic, health facility, home health agency, or hospice shall delay the reporting
requirement when notified by a law enforcement agency that reporting the incident
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would impede an investigation and when the law enforcement agency provides a date
which the delay shall end. Therefore, the Sacramento advocates will remove
support for SB 337 as amended on April 22, 2009, and take no position on the bill
pending completion of an analysis of these amendments.

County-opposed SB 531 (DeSaulnier), which would have established the Single-Use
Carryout Bag Responsibility Act and required the suppliers of plastic or paper single-use
carryout bags to remit a Single-Use Carryout Bag Responsibility Fee in the amount of
one-tenth of a cent ($0.001) for each bag supplied directly to a store, was amended on
April 16, 2009 to delete the existing provisions and instead provide guidance to plastic
bag manufacturers on the development of educational materials for plastic carryout
bags. Because the amendments remove the objectionable provisions of the bill, the
Sacramento advocates will remove the County’s opposition to SB 531 and take
no position on the bill.

Support and opposition to SB 531 regarding the latest amendment is currently
unknown. This measure is set for a hearing on Monday, April 27, 2009, in the
Senate Environmental Quality Committee.

Legislation of County Interest

AB 1196 (Blumenthal), as amended on April 15, 2009, would among its many
provisions, amend the California False Claims Act (CFCA) to clarify certain key
definitions in an effort to improve the ability of State and local authorities to recover
government funds that are the subject of a false claim. The CFCA was created in 1987
to address the problem of companies or contractors who defraud State and local
government of public funds by making false claims for payment or reimbursement of
their services and, in most respects, tracks the Federal False Claims Act.

AB 1196 would clarify the definition of a false claim by stipulating that if the funds were
appropriated, administered, expended or will be reimbursed directly or indirectly by the
State, a claim for such funds is a “false claim.” This definition would ensure that liability
under the Act cannot be avoided by arguing that the funds used to pay the claim did not
come directly from the State, but through some third party.

In addition, AB 1196 would clarify the definition of false claim to include false records or
statements used to substantiate a claim. For example, a ruling in a recent court case
seems to imply that a false document used to obtain a false claim is not itself a violation
of the CFCA. When a false document, or 100 false documents, are used to
substantiate payment of a false claim, there is only one violation and thus only one
penalty plus treble damages. Under AB 1196, a false claim supported by 100 false
documents would amount to 101 violations, thereby increasing the revenue to public
entities from the prosecution of false claim cases.
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AB 1196 is supported by the Office of the Attorney General; the American Federation of
State, County, and Municipal Employees; Consumer Attorneys of California; and
Taxpayers Against Fraud. It is opposed by the Civil Justice Association of California;
California Hospital Association (Oppose Unless Amended to clarify the effective date
when the statute of limitations is to take effect); Engineering Contractors Association;
California Fence Contractors Association; Marin Builders Association; and the California
Chapter of the American Fence Contractors’ Association.

AB 1196 passed the Assembly Judiciary Committee on April 21, 2009 by a vote
of 8 to 0, and now proceeds to the Assembly Appropriations Committee. No hearing
date has been set.

Master Bill List

A roster containing the status of all bills with a County advocacy position is attached.

We will continue to keep you advised.

WTF.GK:
MAL:MR:IGEA:sb

Attachment

c: All Department Heads
Legislative Strategist
Local 721
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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